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MBA Invites You to a One Day 
Mortgage Clinic 


February 10, 1940 Hotel Knickerbocker ¢ Chicago 





HAT? The name tells the story. 

A look into the works of our busi- 

ness. A frank discussion of the 
problems we are up against today. 

WHEN? Right at the beginning of 
the year, when policies are under con- 
sideration and important management 
decisions are being made. 

WHY? The first job of a trade asso- 
ciation is to find out what its members 
really think about things. A close sec- 
ond, is to help clarify their thinking 
about matters that concern them or are 
going to concern them. The Clinic will 
do both! 

HOW? Here’s where you enter the 
picture . . . for you are going to help 
selict the topics to be discussed. You 
may have a problem involving— 

Lending Policies 
Getting New Business 
Keeping What Business You Have 


You may be wondering about 
FHA 
What Interest Rates Will Do 
Appraisals 
You may want or have some ideas 
about— 
Mortgage Advertising 


Standard Accounting Forms and 
Procedure 


Fair Business Practices in Mortgage 
Banking 


Within the next few days, you will re- 
ceive a blank on which to list the topics 
you are most interested in, the problems 
you'd like to have studied and answered. 
Blanks must be returned to the National 








Byron T. Shutz 


Headquarters by January 20th, in order 
that assignments may be made to the dis- 
cussion leaders. 

WHO? Notice } do not say “Speak- 
ers.” Those who are best qualified will 
be drafted. We expect them to prepare 


their material. But, everyone attending 
the Clinic will be on the program. 


WHAT'S THIS ALL ABOUT, 
ANYHOW? Our annual convention 
deals with the mortgage banking interest 
as it relates to business in general. That’s 
hunting with a shot gun. We need oc- 
casionally to get together to consider 
inside problems—and_ opportunities. 
That’s hunting with a rifle. 


There’s a demand from the member- 
ship for a meeting such as this right now. 
My current mail proves it. The recent 
headquarters questionnaire confirms it. 
Your Officers, Board and Staff will do 
everything they can to make a su 
of the meeting. But its success really de- 
pends on you. 


Don’t count on reading all about it in 
the “report.” We are not even certain 
there'll be one. It’s not likely that cer- 
tain portions of the proceedings ever 
will be printed since the sessions will be 
“executive.” 


Sure, it will take a little time and it 
will cost a little money. But it’s a good 
guess that when the year is over, you'll 
feel the price you paid was your best 
1940 investment. The question isn’t, 
whether you can afford to go; it’s, 
whether you can afford to stay away. 


Byron T. Shutz 
President 


Mortgage Bankers Association 
of America 
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The MBA View of 1939 Urban Home 
Building and Office Space Occupancy 


Single Family Home Building Up 
30% Last Year and Office Space 
Occupancy Now Stands About 85% 


HE number of urban single-family 
houses built in the United States 
last year was about 30 percent 
greater than the number constructed in 
1938 
This estimate is based upon reports 
received from MBA members in 64 
cities in 31 states where 92,719 single- 
family houses were built in 1939 as 
compared with 71,200 in 1938, a gain 
of 30 percent. This is exactly the gain 
estimated by FHA late in 1939 
These 92,719 houses are more than a 
fifth of the 450,000 non-farm dwelling 
units which FHA set as the total for 
1939. The United States Housing Au 
thority estimates that 475,000 dwelling 
units of all types were built or under 
construction by the end of 1939 
According to our figures, new single 
family house construction registered the 
largest gains last year in the Eastern 
states. By geographical sections, the es 
timates were: 


Houses Built 
mses Built 


Indicated 


> 


ii 
in 1938 


MBA Members in = 
33 Mid Western cities..35,052 27,004 
13 Eastern cities 18,225 11,084 
10 Southern cities . 7,841 6,410 

8 Far West-Mt. cities..31,601 26,702 


In the same 64 cities, members re- 
ported a 47 percent increase in apart- 
ment construction in 1939 as compared 
to 1938. Apartment units totaling 23,- 
123 were constructed in 1939 as against 
15,709 in the previous 12 months. 

“If final figures confirm these prelim- 
inary data, 1939 will prove a rather 
favorable year in residential building, 
particularly in view of the recent uncer- 
tainties resulting from war,” President 
Byron T. Shutz said. “Expressions of 
opinion for Association members in 
these 64 cities convinces me that resi- 
dential construction in 1940 should 
show a greater increase than the 15 per- 
cent rise which is now considered the 
most probable expectation.” 
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Jumping from urban residential con- 
struction to city office building occu- 
pancy, here again the accuracy of MBA 
figures is confirmed. 





V our last issue we reported 

what MBA members think 
about the trend of interest rates 
and building costs. Here are 
two more reports. The first is 
concerned with single - family 
home construction in 1939, Our 
data indicates that, by units 
built, there was a gain of around 
30 percent. This is exactly the 
gain estimated by FHA a few 
weeks ago. Office building occu- 
pancy in the 64 cities covered 
by the study stands at about 85 
percent. This is slightly higher 
than the latest estimate from 
the National Association of 
Building Owners and Managers 
which is 82.35 percent but cov- 
ers 106 cities. More reports of 
our study will appear in the 
next issue, 





Occupancy of office buildings in these 
same 64 principal cities in 31 states now 
stands at approximately 84.8 percent— 
the highest figure since 1937 and prob- 
ably for the past ten years, in the 
opinion of President Shutz. 

Office building occupancy was found 
to be highest in Southern cities, stand- 
ing at 88.5 percent. Thirty-three Mid- 
dle Western cities reported an average 
occupancy of 84.3 percent with East- 
ern cities next, showing average occu- 
pancy of 84 percent. 

Lowest occupancy was found in the 
Far West and Mountain states although 
it is practically that of the other sections 

82.4 percent. 

This better position of office building 
occupancy reflects the improved condi- 
tions in business and industry, President 


Shutz said, but added: 


“It remains, however, considerably 
below occupancy for apartments and re 
sidential construction. This, in turn, re- 
flects over-built conditions in many 
cities in recent years as well as the busi- 
ness toll taken by the depression years.” 

According to the semi-annual survey 
by the National Association of Building 
Owners and Managers, national office 
building occupancy on October Ist 
stood at 82.35 percent—as compared 
with our figure of 84.8 percent. 

The NABOM data cover 106 cities 
and represent a rentable area of about 
205 million square feet. 

Highlights from this organization's 
report, as condensed by Freehold: 

“Improvement experienced since the 
low point of the depression, January 1, 
1934, is approximately 10 percent of 
total rental area. Highest vacancy was 
27.57 percent. Present vacancy is 17.65 
percent. Taking 10 percent as a normal 
vacancy, the conclusion is that the 
larger part of the surplus space which 
at one time overhung the rental market 
has been absorbed. On the basis of the 
area now surveyed, this absorption 
amounts to approximately 20 million 
square feet. 


Few Vacancy Gains 


“Vacancy rates reported regionally 
for October are: New England, 23.27 
percent; Middle Atlantic, 17.41 percent; 
Southern, 11.50 percent; North Central, 
19.43 percent; Midwest and Northern, 
19.65 percent; Southwest, 13.86 per- 
cent; Pacific Southwest, 15.75 percent; 
Pacific Northwest, 19.69 percent; Can- 
ada, 12.49 percent. 

Only two regions showing vacancy 
gains over last May were the Southwest, 
from 12.99 percent to 13.86 percent and 
Canada, from 11.84 percent to 12.49 
percent. The regional analysis revea! 
that the South still has the highest per- 
centage of occupancy. Comparison with 
the last report indicates a larger im- 
provement in the Pacific Northwest 
than elsewhere. 

“Analysis of tenant movements con’ 
tinues to supply an interesting sidelight. 
The reported figures for contraction of 
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(Continued on page 5, column 2) 
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These Are Today’s 


Real Estate Problems 


“Owner Amortization” as a Cure for 
Blighted Areas and a More Sensible 
View of Foreclosures Are Two of Them 


GREAT deal has been said on the 

subject of amortized mortgages. I 

think all agree that this type of 
mortgage is far more satisfactory than 
the old “straight” mortgage. 

Many plans have been put into effect 
in connection with amortization. For 
example, there are two plans of pay- 
ment: the “level” plan under which the 
property owner pays an equal fixed 
amount periodically; the other is the 
“sliding” plan. Each of these has 
its place. The former certainly better 
fits the requirements of an owner who 
wishes to be assured of a set monthly 
payment which will not vary. Of course 
he must realize that he is not reducing 
the principal of his mortgage very rap- 
idly and is usually not certain, unless he 
is a good bookkeeper, just how much 
of the mortgage he has paid off at any 
particular time. 

The sliding plan calls for a different 
amount each periodic payment. This 
plan makes it easier for the owner to 
keep track of how much he has reduced 
the principal of his mortgage. 

Unfortunately, however, his pay- 
ments are larger at the start when he is 
usually less able to make them. I think 
we are coming to realize that there may 
be some desirability in a plan of amor- 
tization which will, over a period, say, 
of twenty years, call for small amortiza- 
tion during the first two or three years 
when the owner is under considerable 
expense for household furniture and 
such things, followed by larger install- 
ments for the next ten years or so. 
Then, toward the end, when the mort- 
gage balance is down to a small amount, 
lessen the installments again. 


Such a plan is beneficial to the home 
buyer. It also is attractive to the lender 
in that it keeps the mortgage on the 
lender’s books as long as possible when 
“ has become an exceedingly attractive 
oan, 


By NELSON L. NORTH 


I think we have also come to the 
realization that we must approach the 
question of the length of amortization 


with some reference to the type of 





HE author of this article is 

instructor of real estate at 
the New York Chapter of the 
AIB, professor of real estate at 
New York University and in- 
structor of real estate law at the 
Graduate School of Banking of 
the American Bankers Associa- 
tion. This article is a discussion 
of several problems of real estate 
and real estate financing. Mr. 
North suggests that probably it 
might be a good thing, with our 
present twenty-year amortized 
mortgages, to set payments 
smaller for the first two or three 
years, stepping them up after 
that. He thinks it would benefit 
both borrower and lender. 





property given as security for the loan. 
It is undoubtedly safe to let the loans 
run for twenty or twenty-five years on 
new homes, but I doubt that we would 
want a loan to continue for that length 
of time on income property. 

However, these are not the phases of 
amortization that I am particularly in- 
terested in at the moment. I have in 
mind what, for lack of a better name, I 
call Owner Amortization. 


Let us take an illustrative case: The 
land is worth $1,500, the building 
$8,500. I will not bring in such ele- 


ments as builder's profit to complicate 
the situation. The purchaser, then, pays 
$10,000 for this property. He secures 
mortgage financing, let us say, to the 
extent of $6,000, putting up $4,000 of 
his own. If we look forward to the end 
of the commercial utility of that build- 
ing, we find that the mortgage has been 


amortized so that it is paid out and the 
owner has a piece of free and clear real 
estate. This real estate represents an in- 
vestment of $4,000 of his own money. 
Assume that the land has increased 
somewhat in value so that it is now 
worth $2,000. If this owner wishes to 
put up a new building he will have to 
spend, let us say, about $8,500. He may 
be able to get a $6,500 loan, but he still 
has $2,000 to get some place and it is 
that some place that I am interested in 
right now. 

He should have taken from the 
property that amount during the life- 
time of the building. If the original 
loan was made for twenty years, (as- 
sume that to be the life of the building) 
it would amount to only $100 per year 
even if we did not include the earnings 
each year. If we calculate the earnings 
each year at even a comparatively low 
rate, we will find that all he would need 
to take out, if he actually set the fund 
aside each year, would be some thirty 
to forty-five dollars, (depending on the 
interest rate). 

I want to make that point quite defi- 
nite because I shall try to answer some 
objections to it. The first that will be 
raised to this Owner Amortization is 
that it would increase rents and put this 
owner in a position where he could not 
compete with the rents of other owners 
who did not resort to Owner Amortiza 
tion. 

That, I think, is unsound. The 
amount necessary to be actually set 
aside each year is very much less than 
$100. In the second place, this owner, 
having an amortized mortgage, would 
get a lower interest rate than if he fol- 
lowed the old ownership policy of hav- 
ing as little of his own money in the 
property as possible. 

He would have no refinancing costs 
nor extension fees during the lifetime 
of his mortgage. Real estate would ap- 
pear to be a much more attractive in- 
vestment than heretofore and would 
satisfy an investor at a lower percentage 
return. Most real estate investors feel 
that they must get a return of from 
eight to fifteen percent or else real es- 
tate is not attractive. 

I have tried to analyze that. I feel 
that one of the reasons for this attitude 
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is that most owners recognize that they 
are apt to sustain a “loss” when they 
sell. Therefore, unless they make a sub- 
stantial income profit, they don’t want 
to take the risk of that almost certain 
“loss” when they sell. 


I have quoted that word “loss” pur 
posely, because actually that loss will 
usually be found to correspond with the 
depreciation. If an owner were to amor 
tize his mortgage and also amortize the 
building value over and above the mort 
gage, he could sell at any stage of his 
ownership at a price which would be 
practically what the property then rep 
resented as book value to him. 


This phase of amortization, while it 
does not directly affect the loans which 
you make, is a subject on which you can 
justifiably do valuable missionary work. 
It has a far-reaching indirect affect on 
your loans. I believe that if owners 
were in such a position that, at the end 
of the commercial utility of their build 
ings, they would have the land free and 
clear, have the building completely paid 
for and the Owner Amortization tund 
in hand, they would then be in a posi 
tion to tear down the old building, 
without any loss, and erect a new one 
with sufficient financing in hand, to- 
gether with the new building loan mort 
gage which they could secure, to pay 
the entire cost of a new structure. 


This would 
future prevention of blighted areas 
Their great trouble is that they are ut 
terly frozen because of the fact that 
most of the properties are covered by 
mortgages which are worth as much, or 
more, than the land and the present 
building 


go a long way toward 


Amortization Problem 


Another problem that confronts us 
at the present time is the estate situa 
tion created by amortized mortgages 
Time was when we used to think of 
mortgages as being fixed and set. As a 
man would slowly save, he would invest 
in mortgages. By the time he had saved 
$100,000, he felt fairly happy and se 
cure. He was quite set in his mind that 
the agency handling his mortgages 
would keep the funds invested—in most 
instances by the mortgages just running 
on indefinitely. He realized that eco- 
nomic changes might slightly alter the 
interest return, but he and his wife 
usually planned that after his death she 
would have an income of from $4,500 
to $6,000 a year. 
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Therefore, the man made a will leav- 
ing all his property to his wife and ap- 
pointed her executrix. 

That picture has entirely changed. It 
has struck me, as a lawyer, a little more 
quickly than others because I have sat 
with men and drawn their wills in the 
last few years and have had to point 
out to them the problem that the amor- 
tized mortgage creates. 

If these mortgages just mentioned 
are properly amortized, approximately 
$4,000 of principal is going to be paid 
off every year. When the man dies, his 
wife, instead of receiving checks which 
will be interest alone and which she can 
spend for her living, is going to receive 





HERE are two prime essen- 

tials to remember in seeking 
to solve the high foreclosure 
cost problem, Mr. North believes 

let the owner know of the 
lender's claim with a fair 
amount of time to protect him- 
self and see that a fair public 
sale is held. He suggests a 
recording system under which 
junior mortgagees, owners and 
lienors file their names and ad- 
dresses with the county clerk. 
He likewise has a suggestion for 
trust companies to help solve a 
problem created by the amor- 
tized mortgage. He thinks that 
“owner amortization”, which he 
discusses in detail, holds possi- 
bilities as an aid in preventing 
blighted areas. 





each year some $4,000 of principal as 
well as interest. This means that she 
must find means of reinvesting the 
principal. She must carefully segregate 
principal and income and must confine 
her living to income alone. If she has 
had business experience and can resist 
the temptation of spending money in 
hand, she will get along very well. 
That is seldom the case. What can we 
do? I think the most logical arrange- 
ment is the creation of a trust in this 
man’s will. It is worth the small ex- 
pense of institutional administration to 
preserve the principal or corpus intact. 

I think this is a great field for the 
trust companies and I have been sur- 
prised that they have not emphasized 
it in their advertising. I have resorted 
to this trust scheme many times in the 
last few years. Most men want their 
widows to be cared for, but they also 


want the principal of their estate to 
pass on to the children. If the widow is 
not careful she might very readily cut 
the estate in half if she survives her 
husband ten or twelve years. 


We hear a great deal these days 
about methods of appraising. Much is 
said about the income basis of value. 
One might think that all our old ideas 
were wrong. There is a real problem 
to be solved here. I am not an appraiser, 
but I would like to sound a word of 
caution. Future income is very uncer- 
tain. There are so many elements which 
may affect it. We may use Inwood or 
Hoskold tables and it makes very pretty 
mathematics. I am still convinced that 
as far as mortgage loans are concerned, 
bankers must rely, just as they have in 
the past, on three principal elements in 
calculating value: (1) land value, (2) 
cost of construction of the building 
(less depreciation) and (3) income. The 
sum of the first two should equal a fair 
capitalization of the third. But in cal 
culating the third, I feel that we cannot 
do much more than take the average 
that we think the next five years will 
show. 


I believe we should not let one or an 
other method be unfairly preponderant, 
nor should we fail to give due heed to 
danger signals. 


For example, in calculating the land 
value, I think we must analyze costs of 
neighboring comparable property with 
a fair consideration of the state of the 
market. In determining the cost of con- 
struction, we must very carefully con 
sider the extent to which the building 
is, or fails to be, adequate as a proper 
improvement for the land. As to in 
come, we cannot disregard a careful 
study of everything which may disturb 
uniform, steady income flow. 


Small Homes and Cars 


The small home is receiving a lot of 
thought these days. And well it may. 
I wonder if, in the details of plans and 
equipment, we dont fail to see the 
whole problem. One angle particularly 
interests me. Have you considered the 
analogy between the small home and 
the automobile? The similarity is quite 
startling. 
the depression, the automobile industry 
suffered greatly. Then its officials 
realized that people wanted automobiles 
and that the only way to get them to 
buy was to give them a very good car 
for a very reasonable price. 


For instance, at the start of 
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That is exactly what has happened 
with regard to small homes. Following 
this same thought, I wonder if we may 
not see the time when the home, which 
has ceased to be the proper improve- 
ment for a certain lot because of in- 
crease in value of that lot, may not be 
put on skids and moved to a less valu- 
able location where it may have a num- 
ber of more years of useful life. And 
just as I turn in my old car when I buy 
a new one, it may be sold to another 
buyer who is glad to get the still unused 
utility from it. 


We are already beginning to see the 
truth of the analogy with regard to 
mass production. For small homes there 
can be tremendous savings in large scale 
operations. It is very easy to note the 
difference in cost of a small home if an 
individual builds his own, and the price 
asked by a builder of several hundred. 
I believe that, in a few years, we shall 
have prefabrication of small homes. Of 
course many problems must be solved 
before this flower comes into full bloom. 
One of the most difficult is that of local 
labor. That has impressed us ever since 
“knockdown” houses have been sold. 
Another which will give us all some- 
thing to think of is: How are you going 
to finance them? There is a whole new 
field opening up. We must devise some 
plan, like the automobile note is 
handled. 


Foreclosures Are High 


Another pressing real estate problem 
is foreclosure expenses. So much has 
been said about this and the law varies 
so greatly in the different states that it 
is dificult to generalize. 

My practice is in New York and our 
foreclosure expenses are higher than 
any state in the Union, except Illinois. 
Our thinking in this matter might be 
simplified if it is noted that a foreclos 
ure should do just two things. The first 
is to give notice to the owner, and 
everyone else interested in the prop- 
erty, of the lender’s claim and a fair 
time to protect themselves. The second 
is to have a fair public sale of the 
property. 

These are the only two essentials. 
Why not work toward them? Real es- 
tate has been surrounded with so much 
sanctity since the right of ownership 
was wrung from a reluctant king hun- 
dreds of years ago in England, that this 
very sanctity has become inordinately 
expensive and inconvenient. Added to 
that, there has grown up the patronage 


MBA STUDY ON OCCUPANCY AND BUILDING 


(Continued from page 2) 


space requirements by present tenants 
(351,826 square feet), removal to other 
buildings (337,313 square feet), and 
firms going out of business (298,610 
square feet), while incomplete, are 
highly significant and indicative of the 
problems that the individual manager 
faces daily.” 

Note that this report, as well as our 
own, shows highest occupancy in the 
South. 

And speaking of building costs, as we 
were in our last issue, we note that the 
average cost of $3,611 shown for all 
non-farm homes built in the United 
States during the first six months of 1939 





and other features of foreclosures, 
largely because, in normal times, it is 
only the poor owner, whose voice is 
completely drowned out, who would 
have any complaint—the property usu- 
ally being worth enough, even with 
these added expenses, to cover the lend- 
er’s principal, interest and taxes. 

I wonder why we might not have a 
recording system under which junior 
mortgagees, owners and lienors would 
be compelled to file their addresses in 
the County Clerk’s office. It would not 
be difficult to arrange such a plan so 
that a person could file a new address 
when he moves. Then, when we came 
to a foreclosure, we would notify every- 
one having an interest. 

Let the notice specify exactly the 
amount claimed to be due under the 
mortgage by the plaintiff. 

Do away with referees entirely. After 
a short time, say, ten days, let the hold- 
er of the mortgage have judgment and 
send a notice of the sale again to all of 
the interested parties. Let the sheriff 
conduct the sale. 

I have been foreclosing mortgages 
for twenty-five years, and I believe that 
these suggestions have merit. Certainly, 
[I would welcome any method which 
would materially lessen the expense. 
One reason is that, fundamentally, it is 
the owner of property who suffers- 
not the lender. The lender is bound to 
calculate foreclosure costs when he fig- 
ures the amount of the loan that he can 
safely make. If this expense were re- 
duced to a fair amount (say, seventy- 
five or one hundred dollars), it would 
mean larger mortgage loans to deserv- 
ing borrowers and greater ease in pur- 
chasing homes. 


represented a reduction of more than 10 
percent in three years. 

“The selling price of the majority of 
newly built homes is still above $5,000, 
if the costs of land and land improve- 
ment as well as sales commissions and 
profits are included. Income statistics 
for 1935 and 1936, on the other hand, 
have indicated that only one-fourth to 
one-fifth of all non-farm, nor-relief 
families had an income that would en- 
able them to buy a home priced in ex 
ces of $5,000 (under the generally ac- 
cepted rule of thumb that a family 
should invest not more than two or two 
and one-half times its annual income in 
a home). Further adjustments are nec 
essary if the industry is to reach down 
into what has been called the ‘no man’s 
land of housing,” the annual report of 
the Federal Home Loan Bank Board 


Says. 


As the volume of public housing was 
comparatively small, the drop empha- 
sizes primarily attempts of private in- 
dustry to provide less expensive homes. 
Based upon building permit data re 
ported to the Department of Labor, the 
decrease in costs by types of dwellings 
is shown in the following table: 


and 


More Family 


Three 


Year me Oi, fas 
1936 . $4,044 $4,363 $2,763 $3,639 
pg re 4,307 2,834 3,524 
1938 ...... 3,645 3,971 2,625 3,224 
1939 
(to June 1) 3,611 3,961 2,552 3.194 
“The recent reduction in average 


prices at which new homes are offered 
occurred in a period of growing volume 
of construction, and of rising costs of 
building material and labor in 1937, 
and only slightly declining costs in 
1938. Nevertheless, price reductions 
were made possible by a greater willing- 
ness of home buyers to purchase dwell- 
ings of smaller size and simpler design.” 


Retail prices of building materials 
used on HOLC contracts increased 
nearly 5 percent from October 1 to 
November 1. HOLC officials declared 
that “From the standpoint of continued 
recovery in residential building, it is to 
be hoped that there will be no unwar- 
ranted increases in the prices of build- 
ing materials.” 

Our recent MBA study shows, how- 
ever, that higher prices can be expected. 
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(Lsociation ACTIVITIES 


% NEWS OF WHAT’S HAPPENING 
AMONG MBA MEMBERS AND 
OUR LOCAL ASSOCIATIONS 






E. F. LAMBRECHT ELECTED HEAD OF DETROIT MBA 





ST. PAUL MBA AFFILIATES 
The St. Paul Mortgage Bankers As 
sociation which has been in existence 
for some years has applied for mem 
bership in the Mortgage Bankers As 
sociation of America. H. G. McCall, 
president of H. G. McCall Company, is 
president and Frank W. Howe, manager 
of the Mortgage Loan Department of 
Clapp- Thomssen Co. is secretary. 

This association had already per 
fected a very active working organiza 
tion before joining the national body. 
At the present time it is said that its 
membership includes practically all of 
the eligible institutions. 


AN ACTIVE FIRM 

Fred’k A. Schmidt of Cincinnati, 
members of MBA, hold the distinction 
of having three men in their organiza 
tion, each of whom heads an important 
organization concerned with property 
management and the financing of real 
estate. E. Wirt Russell is head of the 
Cincinnati Mortgage Bankers Associa 
tion and the two other members head 
the Cincinnati Building Owners and 
Managers Association, Inc. and the 
Cincinnati Real Estate Board. 


The HOLC has spent or directed the 
spending of $150,000,000 on improve 
ments on American homes in the past 
six years 





MBA FIRM 56 YEARS OLD 


Another MBA anniversary concerns 
not only a well known member firm but 
also one of the Association’s most re- 
spected personalities. This year the 
Tracy Loan & Trust Company of Salt 
Lake City celebrates its 56th anniver- 
sary. It was organized in 1884 and has 
continued under the same management 
and methods of operation since that 
time. Russel L. Tracy is chairman of 
the board. Other officers include New- 
ell B. Dayton, vice president; Rufus A. 
Tracy, Jr., treasurer, and R. C. Gran- 
ville, secretary. 

This year also marks the 40th anni- 
versary of the afhliation of James W. 
Collins with the company. He entered 
the firm as an office boy and is now 
president. Mr. Collins was president of 
MBA in 1936-37 and has been one of 
the most active members the Associa- 
tion has ever had. 


In the last issue we reported the size 
of the average mortgage loan being 
made by banks in six states as shown 
by the current continuing study of the 
American Bankers Association. Further 
reports have since been published and 
show that the average mortgage loan 
for these states is: District of Columbia, 
$5,113; Delaware, $6,750; Maryland, 
$3,777; West Virginia, $2,613. 





Edward F. Lambrecht, president of 
the Lambrecht Realty Company, was 
elected president of the Detroit Mort- 
gage Bankers Association at the first 
meeting of the 1940 board of gover- 
nors, December 14. He succeeds Wal- 
ter J. L. Ray, vice president-secretary of 
the Standard Savings and Loan Associ- 
ation. Mr. Lambrecht is a son of the 
late Richard Lambrecht who was a 
member of MBA’s board of governors 
for many years. 

Charles H. Sill, executive vice presi- 
dent of Drennan and Sill, Inc., was 
elected vice president and Walter C. 
Gehrke, president of The Mortgage and 
Contract Company, was elected secre 
tary-treasurer. 

At the annual meeting the following 
were elected to the DMBA board of 
governors: Lloyd N. Wheeler, Homer 
Warren & Company; Robert B. Has- 
sett, president, Hassett Investment Cor- 
poration, and Walter C. Gehrke. More 
than 80 attended the meeting. At the 
meeting a Fair Practices Code was ap- 
proved. 


The U. S. Building and Loan League 
has officially changed its name to the 
U. S. Savings and Loan League. 


More than a million dollars a day in 
modernization and repair loans were re- 
ported to FHA for insurance for the 
sixty days ended December 4. 


| 





At the Detroit Mortgage Bankers Association meeting: left to right, Dan C. Crane, secretary of Cleveland MBA; Charles A. Mullenix, MBA 


board member from Cleveland; William J. Van Aken, new Cleveland MBA president; Louis Charbonneau, toastmaster; Walter ]. L. Ray, 
retiring DMBA president; Edward F. Lambrecht, new DMBA president; George H. Patterson, MBA secretary-treasurer; and Herold W. 
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Woodruff, MBA board member from Detroit. 
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Frank Lloyd Wright 


Most mortgage men, we suppose, 
know something of the unique building 
designed and built for an industrial 
company in Racine, Wisconsin. Many 
members have no doubt seen it. It is 
thought to be like no other building 
ever constructed. It has no windows. 
Pillars, rather than being large, massive 
affairs, are small and thin. Everything 
is round. The elevators are round, pri- 
vate offices are round, furniture round. 
The architect has seemingly thrown 
out most of what we previously had 
known in office building construction 
and substituted something entirely new. 

He has given business what he 
thought it ought to have. 

The architect is, of course, the famed 
Frank Lloyd Wright, who many be- 
lieve is one of the great geniuses of our 
day. To him has been credited the en- 
tirely new trend in so-called modernistic 
streamlined architecture—a trend which 
has spread to so many things we make 
and use today. 

Frank Lloyd Wright thinks that one 
of the great weaknesses of our present 
business set-up, as it applies to office 
management, is that executives hide 
themselves away in private offices. He 
corrected that in the Racine building. 
Only the president has a private office. 

How has this new revolutionary de- 
velopment turned out in actual practice? 
Howard Vincent O’Brien of The Chi- 
cago Daily News went to Racine to find 
out. He asked one of the officials. 

“I don’t know,” he said. “You see, I 
don’t know very much about efficiency. 
In fact, I don’t even like the sound of 
the word. But I can tell you this: We 
have had various experts in here, work- 


ing in various departments; and they 
tell us that the work gets done any- 
where from 15 to 25 percent faster than 
it used to.” 

But how did the man feel personally 
about it? O’Brien asked. 


“Well,” he said, “about all I know is 
that I like to get here in the morning; 
and I’m kind of sorry when it’s time to 
leave.” 

As to Frank Lloyd Wright himself, 
some of his views on some of the things 
we are doing today in housing are 
among the most thought-provoking we 
have ever heard. 

Recently he spoke extemporaneously 
at Hull House in Chicago. The Mort- 
gage Banker asked for a transcript of 
his remarks. Here are some of them: 

“What I saw in government housing 
was the skyscraper laid down on its side 

that’s all—ourselves invited to help 
the poor into it, to stay in it. I saw 
Government making a national institu- 
tion of poverty—poverty so subsidized 
by us that impoverishment must go on 
paying rent, forever. 

“Nathan Straus asked me to have din- 
ner with him one night to meet some 
dozen other architects, most of them 
working for him. He asked me what I 
thought about what I had seen of 
‘housing’ in his office that day. I hesi- 
tated. 

“*“Do you really want to know?’ I 
asked. 

“He did, so I told him the truth. “Out 
of the slums of today, you are making 
the slums of tomorrow.” 

“He didn’t believe me nor liked it. 
Pressed for reasons, I said ‘Flower boxes 
and tubs are good camouflage. Camou- 
flage isn’t really what the poor need.’ 
Now I believe that if you and I are go- 
ing to pay this subsidy out of our own 
pockets why should we continue to pay 
more rent to realty? Why not pay the 
money to Transportation? Make it easy 
for poverty to escape and cease to be 
poverty? Why not break down this 
iron ring? Why not take the poor out 
and set them down where they can 
come and go rent-free someday and 
meantime learn to earn from the ground 
as well as at the bench? 

“Yes, the USHA Housing is just an- 
other basis for distrust of the govern- 
ment where ideas are needed. 

“Personally, I do not believe govern- 
ment should be allowed to spend one 
dollar for creative work like architec- 
ture, painting, music, sculpture, or the 
theater.” 


Hospitals 


One of the best sources of single- 
purpose loans has been cited as the 
hospital field. An article in the cur 
rent Appraisal Journal, published by the 
American Institute of Real Estate Ap- 
praisers, has some comments on the sub- 
ject of hospitals which have a bearing 
on the matter. 


“Advances in the science of medicine 
and hospitalization bring about the 
necessity for continual change in the 
methods of caring for the sick. Hospi- 
tals which are modern in every detail 
when built become obsolete and inade- 
quate. If they are to endure as economic 
units large sums of new capital must be 
invested in them for purposes of mod- 
ernization and rehabilitation. Economic 
obsolescence, or that phase of deprecia- 
tion which has to do with the loss of 
value due to adverse economic factors 
not inherent in the property but rather 
environing it, has special effect as ap- 


plied to hospitals.” 


Showing the effect of functional ob- 
solescence are the following data from 
the 384 hospitals reporting in a survey. 
In the twenty-years-and-under age 
group a number of hospitals had al- 
ready been demolished and rebuilt, and 
20 percent of them had required new 
capital expenditures for modernization. 
In the twenty-to-thirty-year age group, 
72 percent were reported as either mod- 
ernized or demolished and rebuilt. Con- 
sidering all reporting hospitals, it was 
indicated that before reaching the age 
of forty years 60 percent of them had 
been demolished or had undergone one 
or more extensive modernization pro- 
grams. 


Of the 384 hospitals reporting, 10 
were demolished before they were 
thirty years old; 30 were demolished 
before they were forty years old; 39 
were demolished before they were fifty 
years old; 7 were demolished after they 
were fifty years old. A total of 46 hos- 
pitals out of the 384 had already re- 
quired demolition and rebuilding. 


“Results of so limited a survey are, 
of course, not conclusive,” says Ap- 
praisal Journal, “but they do appear to 
support the conclusion that the proba- 
bility of any hospital enjoying, without 
the addition of large amounts of new 
capital, an economic life of sixty-seven 
years (such as was predicated by the 
assessor's office for the one individual 
hospital analyzed) is extremely re- 


” 


mote. 
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AC VIEW 


$2,500 House 


The Department of Commerce is said 
to be formulating plans for a $2,500 
house—but they will only be plans, no 
subsidies, no government aid, no loans 
of any kind. When these plans will be 
announced is not known, but when they 
are they will be available to everyone. 

In the meantime, there is a tremen 
dous amount of public discussion going 
on as to how we can make houses 
cheaper so that the great mass of people, 
with their present low incomes, can 
afford to pay for them. Dr. William H. 
Husband thinks private industry should 
be spurred on to invest in dwellings 
costing $4,000 and less. His view is that: 


“The HOLC’s record proves the 
practicability and soundness of develop 
ment by private industry of the most 
promising market that now exists. It 
shows that buyers of low-priced homes 
are both able and willing to meet their 
obligations 


“The HOLC has sold 47,000 homes 
for $4,000 or less in the past few years 
Seventy percent of its total sales have 
been in that class. Some 97.7 percent 
of all our sales accounts today are in 
excellent standing. Only 2.3 percent are 
more than three months in arrears and 
more than a third of these are regularly 
liquidating their arrearages. Only one 
percent of the purchasers of HOLC 
homes have completely defaulted in 
their contracts. 


“The buyers of these homes, the 
majority of whom got their properties 
on down payments as low as ten per 
cent, are in the income bracket from 
$1,000 to $2,000. Yet collections on 
accounts of properties sold over a period 
of several months past have been nearly 
100 percent of billings. They have 
proved as good or better risks than 
those of higher income—which ans- 
wers one question for those who have 
been cautious about turning their efforts 
to supplying the mass market. 


“There is no question where the mar- 
ket lies. There is danger of over-build- 
ing houses from $5,000 up, but we have 
not begun to touch the $3,000 market. 
Once we can produce an acceptable 
home for that price, the building in- 
dustry doesn’t have to worry about the 
limitations of the market.” 
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the NEWS 


Foreclosures 
Abner H. Ferguson, FHA General 


Counsel, who participated in our Uni- 
form Mortgage and Foreclosure Confer- 
ence at the Detroit Convention, has an 
article in the December issue of Insured 
Mortgage Portfolio in which he de- 
clares that revision of state mortgage 
foreclosure laws must be undertaken if 
there is to be a sustained revival in 
low-cost home construction. 

“The logic in such a step has been 
emphasized in recent months by the 
fact that lenders in some states where 
foreclosure costs are high have been un- 
willing—and perhaps justifiably so—to 
make loans under the FHA’s new Title 
I home-loan insurance plan in the maxi- 
mum allowable amounts,” he declares. 

This obstacle consequently withholds 
the privileges of home ownership un- 
der this plan from many communities. 
In such cases, lenders consider the risk 
too great in view of the high foreclos- 
ure costs in relation to the small down 
payments (as low as 5 percent) and the 
long period over which the payments 
may be extended. 

Mr. Ferguson quotes a study made 
by the HOLC which showed that in 30 
states the average cost of foreclosure 
was more than $100 per case. In New 
York the cost averaged slightly in ex- 
cess of $312 for each case tested, while 
in Illinois it averaged $354. The aver- 
age cost in nine of the most populous 
states was $194. 


FHA’s Business 
New homes started under FHA in- 


spection in November averaged 2,800 
weekly. Total mortgages accepted for 
FHA insurance in the first eleven 
months of 1939 amounted to $684,000,- 
000 as against $597,000,000 the same 
period in 1938, an increase of 14.5 per- 
cent. Approximately 75 percent of 
these covered newly constructed homes. 

More and more of FHA’s effort re- 
volves around the newly constructed 
house. For example, in November, 
1939, over 70 percent of the mortgages 
selected for appraisal were for homes 
to be built under FHA inspection as 
against only 58 percent for November, 
1938. 


4 HIGHLIGHTS FROM THE PRESS 
OF PARTICULAR 
TO MORTGAGE BANKERS 


INTEREST 


Fahey Warns 
The other day John H. Fahey w 


out with a warning against a repetitio 
of the unsound building practices th 
brought on the real estate collapse ¢ 
the twenties. His principal criticism w 
levelled at speculative builders: 

“Lenders hold the purse strings; i 
the final analysis, they say whether th 
American public is to have good, sou 
homes or be at the mercy of inexpe 
enced or unethical operators. 

“Let them give their support to th 
ethical contractor, who uses qualif 
materials and builds houses on goo 
basic designs, and penalize the unethia 
competitor. 

“Let the line be clearly drawn betwee 
financing agencies which will risk them 
investors’ funds on any kind of com 


struction and those which demand goog 
security. Public confidence in the soun@ 
institutions will soon overcome a 

guick business drawn by those who agg 


willing to grant loans on poor security.) 


a 


i 


Mortgage Study 
The first ten months’ non-farm mo 
gage recordings of $20,000 or less tof 
1,133,560 loans aggregating $3,123,94% 
000. Rate of mortgage recording ac 


vity averaged $3.61 per person @ 
October, as against $3.44 in Septembeg 
with the highest rates being reporté 
in the District of Columbia, $10.97, am 

California, $8.27. By lenders, here is t 

record: 


Amount 


Number 


Type 
385,736 $ 973.462,000 
234.936 763,024,000 
286,676 546,492,000 

54,633 274,238,000 

32,883 112,688,000 
138,696 454,038,000 


Savings-Loan 
Bks--Tr. Co.'s 
Individuals 
Ins. Co-'s , 
Mut. Sv. Bks. 
Others 


Total 1,133,560 $3,123,942,000 


The Federal Home Loan Bank Boa 
estimates that outstanding mortgages @ 
non-farm homes aggregate more thé 
$17,721,000,000, 


The HOLC has completed nea 
758,000 repair and reconditioning c@ 
tracts to improve home investments. 
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